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Firm - X
The firm was deemed a public limited company registered
under the Companies Act and belonged to the electronic and
allied industry group. It manufactured ceramic disc capacitors.
It was located in an industrial estate of Rayalaseema. Its
commercial production commenced in 1978.
The chief promoter was an engineer in electronics and
started the industry under the technocrat scheme anticipating
good prospects. A few parts of the machinery and a part of
its raw-materials used were imported. It employed 15 workers.
It utilised only 20% of its installed capacity. The main reason
for under-utilisation of capacity was its inability to compete
with imported goods and goods produced by the organised
sector. When government announced a ban on imported goods
of this type, it still faced competition from unauthorised imports
besides the organised sector in the country. Inspite of the
increase in the prices of raw-materials used by it, it was unable
to recover its cost from the prices of its finisned product. It
was impossible for it to enjoy economies of scale because it
was working at only 20% of its installed capacity. Another
interesting aspect of the unit was that 75% of its sales were to
only one single buyer. Recently he has closed his unit, the
firm's position had worsened in marketing its products. As
such, the unit was almost at a closing stage.
The weak financial position of the firm can be seen
from table 3.21. The accumulated losses exceeded its owned
funds right from 1979 onwards. Its long-term institutional
borrowings far exceeded its fixed assets. Normally the fixed
assets are financed by long-term loans. In this case the
long-term loans were greater than the fixed assets. The rate
of increase in the accumulated losses was faster than any other
assets contributing to its sickness. The operational reasons
for all these adverse aspects can be seen from table 3.22. In
1981, in addition to nil sales, a few customers returned its
goods to the firm to the extent of Rs. 0.60 lakhs (returns are
indicated by a minus sign). This showed its weak operational
position. However, the sales expenses did not come down.
Annual business losses increased year after year which revealed
its chronic sickness.